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SINGAPORE KEY ECONOMIC INDICATORS 
(Current US$millions, unless otherwise specified) 
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MONEY AND PRICES 
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TRADE AND PAYMENTS 
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(excl. Indonesia): 
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U.S. Share (1980 I-III) 
(absolute amount) 
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Imports of goods (c.i.f.) & 
Services (excl. Indonesia) 
Merchandise Trade Balance 
Trade: Balance (goods & services) 
Balance on Current Account (incl. 
private & official transfers) 
Balance on Capital Account 
(short- & long-term & balancing 
items, excl. reserve changes) 
Balance on Trade & Payments 
Changes in Official Reserves 
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Official Reserves (end of period) 5054 
External Public Debt (end of per.) 450 


S$ to US$ 
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44.7 
-13.8 
(21.1) 


32.9 
35.8 


12.6 
(52.2) 


34.3 
17.0 
60.0 


56.3 
19.9 
-21.3 
-21.3 


14.5 
0.4 


1/ Estimate based on annualized rate of change of the period for which 1980 data are 


available, except where otherwise stated, over 1979 end-of-year value (é¢.gi,indicea,money 
supply) or average of annualized rates of quarterly growth rates over preceding 
quarter (trade figures), except where otherwise stated. A figures seasonally unadj. 


2/ Government of Singapore estimate. It is not a mathematical projection of the 
performance of the first three quarters, which would yield a higher rate. 


3/ First three quarters of 1980 over first three quarters of 1979, 
4/ End of 1980. (preliminary). 


Source: Government of Singapore publications 





SUMMARY AND INTRODUCTION 


In defiance of most predictions and despite the difficulties faced 
by some of its major trading partners, the Singapore economy grew 
faster in 1980 than in 1979. Gross domestic product (GDP) is esti- 
mated to have grown by more than 10 percent! in real terms in 1980, 
compared with 9.3 percent in 1979. The consumer price index in- 
creased by 6 percent; .unemployment remained at just over 3 percent, 
and though the labor market was very tight, the labor environment 
remained tranquil. Inward foreign investment commitments totaled 
Over $532 million in the first three quarters, compared with $381 
million for all of 1979. As has been the trend in recent years, 
the manufacturing sector grew more rapidly than the economy as a 
whole. Both imports and exports grew rapidly--about 34 percent 
each. Following its usual pattern, Singapore ran a large trade 
deficit in 1980 ($4.6 billion on total trade of $43 billion), but 
the continued growth in foreign reserves indicates that, also as 
usual, Singapore was in surplus on the non-merchandise trade por- 
tions of the current account, and on the capital account. (Full 
data are not available.) 


The Singapore Government for years has maintained political stabil- 
ity and ethnic harmony within a democratic framework. This stabil- 
ity has proved attractive to foreign investors, and the Government 
has enhanced it by fashioning both a general economic environment 
and a specific array of generous incentives designed to attract 
foreign investment. A warm welcome for foreign investors, success- 
ful development of physical and institutional infrastructure, a 
tranquil labor environment, and a hard-working labor force have 
combined to produce growth and diversification, and enabled Singa- 
pore to weather the stormy 1970's better than most. 


Economic planning for the past 2 years has centered on Singapore's 
"second industrial revolution," through which Singapore hopes to 
increase the capital- and skill-intensity of production in all 
sectors. The policy was a response to a tight labor market, a 
desire to raise the standard of living, the belief that labor- 
intensive exports are more prone to protectionism than capital- 
intensive ones, and other factors. It consists of several elements, 


lfhis and all other growth rates in the text refer to growth meas- 
ured in Singapore dollars, which is different from growth in U.S. 
dollars because of exchange rate changes. 
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including 3 years of wage increase "recommendations" by the National 
Wages Council considerably higher than those of the past, an empha- 
sis on skills development, and new or enhanced incentives for re- 
search, capital investment, computerization, and training. 


In the first 11 months of 1980, Singapore ran a trade deficit (goods 
only, f.o.b./c.i.f.) with the United States of $792 million on total 
bilateral trade of $5.3 billion, which demonstrates the attractive- 
ness of Singapore as a market for U.S. goods. Singapore's role as 

a regional center for transshipment and warehousing, distribution, 
finance, and other sales and service support activities makes 
Singapore a market whose size belies its importance. On the invest- 
ment side, the $2 billion American investment presence (perhaps 
Slightly less than half is in fixed assets) continues to find 
Singapore an excellent environment in which to do business. 


THE ECONOMIC ENVIRONMENT: CONTEXT, POLICIES AND PLANNING 


The performance of Singapore's economy in the 1970's was remarkable. 
GDP grew at an average real annual rate of 9.4 percent, the average 
annual increase in the GDP deflator was 4.7 percent, and inflows of 
foreign investment and astute government intervention enabled the 
economy to diversify as a hedge against both external demand fluc- 
tuations and protectionist pressures. As a result Singapore's per 
capita GNP--over $3,800 at the end of 1979--trailed only Japan's in 
Asia. The high growth rate has enabled the Government to provide a 
basic standard of essential goods and services (housing, medical 
care, education, transportation) to everyone. 


As Singapore moved into the 1980's, it embarked on a "Second indus- 
trial revolution" (which is referred to by a variety of names). It 
was launched in June 1979, when the National Wages Council (NWC — 
a tripartite organization which announces wage "guidelines" each 
year) set the 1979 wage increase guideline so as to increase em- 
ployers' wage bills by an average 20 percent and wages by an aver- 
age 14 percent. A similar hike was announced for 1980 in June. 

The high-wage policy is one of the key measures to restructure 
Singapore's economy by reducing the labor intensity of production 
and conversely increasing labor productivity in all sectors. The 
wage bill for workers at the low end of the pay scale will increase 
proportionately more than that for workers at the high end. Pres- 
ent plans call for a similar hike in 1981. How wages will be deter- 
mined after that is unclear. 





Ss 


The new policy was prompted by several factors. One was the ex- 
tremely tight labor market that results from previous wage 
restraint, a low birth rate, the Government's reluctance to allow 
permanent and large inflows of unskilled foreign workers, and, of 
course, perpetually high economic growth rates. Another factor 
was the belief that capital-intensive and technologically- 
sophisticated products are apt to encounter less protectionist 
pressures than labor-intensive ones. Finally, increased labor 
productivity will permit the standard of living to rise to the 
high rates to which Singaporeans have become accustomed. 


Other elements of the new policy are incentives and an increased 
emphasis on worker training. The Government has added to and ex- 
panded the already impressive incentives available for capital 
expenditure and research and development (R & D), and has made it 
clear it will use the leverage its new and existing incentives 
‘afford it to influence the character of new investments. 


Worker training is veiwed as one of the keys to increased labor 
productivity, along with increased capital investment and techno- 
logical innovation. A Skills Development Fund financed by a pay- 
roll tax was established in 1979 to fund a wide range of training 
schemes. In addition, local technical training institutions are 
being upgraded and expanded. 


When the Government launched the "second industrial revolution," it 
labeled it a calculated risk. Preliminary results indicate that 
the prospects for the policy's success are good. The Government 
has anticipated the inevitable and intervened in the economy to 
control and facilitate its structural transformation to maturity 
rather than letting adjustment take place in ways which ultimately 
might prove more disruptive. Its intervention does not contravene 
market forces, and this augurs well for the success of the effort. 
Market forces, in fact, were restructuring the economy prior to 

the launching of the new policy, although their effect was miti- 
gated by artifically low wages. Recent indications that the policy 
will have the desired effect are scanty and relate mostly to the 
manufacturing sector, but they suggest continued movement in the 
same direction. The Government claims that fixed assets per worker 
of new investment commitments in 1979 were 1.3 times higher than 
those of commitments in 1978, and expected value-added per worker 
in those investments was double that in existing investments. Gov- 
ernment officials believe this trend continued in 1980. Increases 
in total employment (economy-wide) have lagged behind increases in 
real output, and the margin appears to have widened in 1980 from 
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1979. Correspondingly, productivity growth, which was only 2.6 
percent in 1979, was up at an annual rate of 5.7 percent in the 
first 9 months of 1980 over the same period in 1979. 


Potential pitfalls which were cited when the policy was announced 
included higher inflation, reduced foreign investment inflows, and 
perhaps eventually a rise in unemployment. Consumer price behav- 
ior, however, has been moderate in 1979 and 1980, except for a 
brief spurt in the consumer price index (CPI) in late 1979 and 
early 1980, when external events were the primary culprit. Al- 
though high wage increases seem to raise automatically the spectre 
of higher prices, the linkage in fact is not that direct, particu- 
larly in a very open economy where they can be mitigated by numer- 
ous factors. Further, there is a tendency to overestimate labor 
content in unit cost, especially when relatively large wage in- 
crease recommendations are being added to a relatively small base. 


As for the policy's effect on the investment climate, the continued 
increase in foreign investment commitments since the announcement 
of the policy, and Singapore's widespread and deserved reputation 
as a good place in which to do business, suggest that capital 
flight or an inability to attract new capital will not be problems. 
There has been some as yet unsubstantiated speculation that Japa- 
nese investment flows will fall off in 1981 and beyond. Singapore 
fears a diverting of Japanese investment to the United States and 
Europe as a way to ease trade friction. Should this occur, the 
Government's new policy could not be held responsible. The same 
can be said about a decline in foreign investment in general result- 
ing from poor economic performance in developed countries. But the 
Government claims that Japanese investment in Singapore tends to be 
considerably more labor-intensive than that of the United States or 
the European Economic Community (EEC). If Japanese investment in 
Singapore is predicated to a significant extent on the availability 
of inexpensive labor, then the policy could dampen foreign invest- 
ment flows. 


The policy's aim of reducing protectionist pressures on Singapore's 
exports may be somewhat more difficult to achieve. Escaping the 
threat of protectionism should prove most elusive in the manufac- 
turing sector--capital-intensive as well as labor-intensive products 
have proven to be popular targets for protectionism. The manufac- 
turing sector is diverse, however, and the economy has a dynamic 
services sector, which is less prone to protectionism. 





7 


The constraining factor on the rate of success of the effort may 
well be the rate at which Singapore can elevate the skill levels of 
its work force. With a tight labor market, high productivity in- 
creases are essential and will require rapid skills development as 
well as more capital investment. One factor easing the labor 
shortage has been a rising participation rate of the labor force 
(from 46.6 percent in 1970 to 61.4 percent in 1979), aided by 
entrants from an era of higher birth rates. But the increase in 
the participation rate is a one-time "fix"; and population growth 
has leveled off. Unless foreign workers are to be employed to a 
greater extent than the Government currently appears to be willing 
to allow, only very high labor productivity increases will be able 
to sustain growth rates of the magnitude to which Singapore has 
become accustomed. 


THE ECONOMY IN 1980 


The basic data for 1980 are impressive: Real growth at over 10 per- 
. cent, a 6 percent rise in consumer prices, only fractional unem- 
ployment (3.3 percent), $532 million in foreign investment commit- 
ments and a $514 million increase in reserves in the first three 
quarters, and a public sector whose operations, when viewed in 
their entirety, are in substantial surplus. 


One of the more important factors contributing to Singapore's 
growth rate is the savings rate. In 1979, private consumption ex- 
penditure was 62 percent of GNP, about where it has been for sev- 
eral years, and there is no reason to expect that this figure 
shifted significantly in 1980. (National accounts for 1980 by 
income or expenditure are not yet available.) The national savings 
rate was over 25 percent. The continually high savings rate and 
high net capital inflows combined to produce expenditure on gross 
domestic fixed capital formation (GDFCF) at 34.1 percent of GNP in 
1978 and 35.1 percent in 1979. Gross national savings equaled two- 
thirds of total investment and almost three-fourths of GDFCF in 
1979, the balance being financed from foreign sources. 


The savings rate is aided by compulsory contributions to the Cen- 
tral Provident Fund, which came to $808 million in 1979, equal to 
about 35 percent of gross national savings. The Fund sometimes is 
dubbed Singapore's "Social Security," but in fact it operates much 
differently. Payments into the Fund by employers and employees are 
placed in individual accounts which employees can withdraw in full 
only when they retire (or earlier in lesser amounts for certain 
purposes). The Government borrows from the Fund to finance 
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development expenditure. Though the Fund's receipts are not classed 
as Government revenue, they exert basically the same effect on 
liquidity because the Fund must place all of its funds in Government 
issues or on deposit with the Monetary Authority of Singapore. The 
Monetary Authority uses the funds to cover budget deficits, thus 
providing the Government with an inexpensive form of development 
finance, and sterilizes the rest. This facilitates the Govern- 
ment's contribution to the high investment rate through its vigor- 
ous and efficient promotion of physical infrastructure. It also 
fosters investment by exercising restraint with respect to current 
expenditure. 


Price behavior in 1980 as in 1979 was moderate, particularly in 
light of the international environment. The consumer price index 
(based on its average monthly level for the year) rose by 8.5 per- 
cent and stood 6 percent higher at year-end 1980 than at year-end 
1979. The CPI stabilized in the second half of the year, following 
double digit annualized monthly increases in late 1979 and early 
1980. The increase in the last quarter of 1980 was only 1 percent. 
As was the case last year, consumer price increases were steepest 
for housing (which includes residential energy consumption) and 
transport. Wholesale prices were up by about 12 percent over year- 
end 1979, the direct and indirect results of higher costs for 
imports of intermediate goods and fuel. In Singapore movements in 
wholesale prices are not as reliable leading indicators of move- 
ments in consumer prices as is the case in larger economies. The 
GDP deflator for 1980 is not yet available. 


Singapore's price behavior historically has been stable, in large 
part because Singapore usually is able to confine price increases 
to the minimum amount dictated by external factors beyond Singa- 
pore's control, recent wage increases notwithstanding. This is the 
result of a combination of policies. Fiscal policy does not aggra- 
vate demand pressures and in fact is usually contractionary if the 
CPI is included. Development expenditure is carefully spaced and 
is concentrated on productive investments in infrastructure. There 
are no major subsidies for any public services except for housing, 
and the concessionary element in public housing is being reduced. 
Monetary policy is accommodative and not stimulative; it is mainly 
an adjustment of the "overkill" which results from the contrac- 
tionary fiscal policy. Virtually no transfer or factor payments in 
Singapore are indexed. There is little protection of inefficient 
industries in Singapore, and what remains is being phased out. 
Singapore obviously cannot escape higher petroleum prices, but it 
does not add to them with domestic factors and does force the econ- 
omy to adjust quickly and fully to new realities. 
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Monetary expansion as defined by increases in M-1 (currency and de- 
mand deposits) was at an annual rate of only 7.6 percent in the 
first three quarters of 1980, although M-2 (money supply in hand) 
increased 21.1 percent on the same basis. The increase in M-2 
probably more accurately reflects the extent of monetary expansion 
in the economy. The divergence in the rates of growth, which was 
not evident last year, could be the result of economizing on cash 
balances in response to higher interest rates. Singapore deposi- 
tors/investors face a wide array of institutions and instruments 
in which they may place funds; thus, economizing on cash balances 
is easily accomplished. 


Monetary policy can be described as accommodative, a posture neces- 
sitated by fiscal policy's contractionary effect on liquidity, but 
the Monetary Authority's ability to have a major and sustained 
effect on interest rates or the money supply is inhibited by the 
fact that Singapore has a small, open economy with a freely con- 
vertible currency and an international financial market. Particu- 
larly given the desire for a stable exchange rate, capital inflows 
or outflows can offset the effect of monetary policy on interest 
rates, though this is difficult to confirm empirically because capi- 
tal account data are published only on an annual basis. Not sur- 
prisingly interest rates moved in line with Singapore Euro-rates 
throughout the year, supported by a very strong domestic demand for 
credit in the rapidly growing private sector: 


1979 1980 1980 1980 1980 

(End of Period) (Dec. ) (March) (June) (Sept.) (Dec. ) 
3-Month Interbank 10.06 11.28 9.13 16.55 13.62 
Prime Rate 9.48 11.28 11.40 13.3 13.80 
Weighted Average for all 

domestic loans 10.50 12.10 12.20 12.10 NA 
3-Month SIBOR 

(Euro-dollars) 15.06 19.56 9.50 13.06 17.75 


The Singapore dollar opened 1980 at USS$0.463, dropped to a low of 
USS$S0.435 in early April (at the first peaking of U.S. interest rates 
in 1980), and gained more or less constantly for the rest of the 
year, closing at US$0.478. The Singapore dollar's average value 

for the year against currencies of other major trading partners, 
taken as a whole, did not shift much. The biggest shift was against 
the yen, where it lost almost 5 percent. 
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The Singapore dollar was influenced differently by the high U.S. 
interest rates of March and early April and the equally high rates 
later in the year. The Singapore dollar lost ground presumably due 
to capital outflows in March and April, but actually strengthened 
when U.S. interest rates resurged in the second half of 1980. Con- 
cerns over inflation led to a tighter monetary policy in the second 
half of the year, which kept differentials slightly closer than 
previously, and though it has not been confirmed by the authorities, 
there is speculation that foreign exchange intervention in support 
of the Singapore dollar was used to prevent a deteriorating ex- 
change rate from contributing to inflation. 


The outlook for the economy in 1981 remains bright. The Government 
predicts a downturn in the growth rate to a still very respectable 


8 percent, but similar predictions from the Government (and others) 
last year proved unfounded and may prove unfounded again. Though 
the economy's health is unquestionably tied to international eco- 
nomic developments, Singapore has proven itself better able than 
might be expected to weather recessions in its industrialized trad- 
ing partners. It has been able to retain some buoyancy during 
downturns abroad by seeking out new markets and expanding market 
shares in existing ones, attracting foreign investment, and alter- 
ing fiscal policy, primarily through large Goverment projects. The 
diversification of Singapore's export markets means that only a 
simultaneous downturn in the major Western economies, a development 
which appears unlikely, would reduce severely Singapore's growth 
rate. As for prices, increases should be held to the absolute mini- 
mum dictated by international developments, with perhaps some small 
contribution from wage increases. 


Over the next few years, the most significant hurdle the Singapore 
economy will have to overcome is a domestic one--labor shortages. 
With the rapid growth of the seventies, full employment, a stable 
population, and a participation rate which may soon reach its limit, 
the domestic labor force will be hard pressed to provide adequate 
labor for a growth rate in the 8 to 10 percent range unless produc- 
tivity increases are about 5 to 6 percent. This is the whole point 
of the Government's new policy; how quickly it will produce the 
desired results will play a large role in determining growth rates 
during the next couple of years. Early signs are promising and 
evidence significant progress. 


SECTORAL DEVELOPMENTS 


Singapore's economy historically has been service oriented, but 
manufacturing has expanded its share of GDP in a rapidly growing 
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GDP_AND GROWTH BY SECTOR -- (Percent) 


Seasonally- 
Unadjusted 
Average 
Growth Annualized 
Rate Growth Rate 
1960 1970 1979 (1979 1980 (1-111)1 


(At Constant 1968 Factor 
Cost) 


Goods Sector aa 29 29 
Manufacturing 13 19 ye 
Construction 4 7 $ 
Other Goods 4 3 2 

Services Sector 78 72 71 
Trade (including tourism) 33 30 25 
Transport & Communications 14 11 18 
Financial & Business 

Services ii 14 14 
Utilities 2 2 3 
Other Services 18 14 11 


(At Current Factor Cost) 


Good Sector 20 29 35 
Manufacturing 12 19 27 
Construction 4 7 6 
Other Goods 4 3 2 

Services Sector 80 72 65 
Trade (including tourism) 35 30 26 
Transport & Communications 14 x3 i3 
Financial & Business 

Services 11 14 13 
Utilities 2 3 2 
Other Services 18 14 11 


Ithese growth rates are misleading because they are not seasonally 
adjusted for the sharp dip in output in the first quarter of each 
year, a result of holidays, maintenance schedules, and inventory- 
ing. The table nonetheless provides a good rank-ordering of which 
sectors are growing the fastest, although financial services, 
utilities, and other services historically are less affected by 
this seasonal phenomenon. 
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economy from 15 percent at independence to 22 percent in 1979, and 
it was the fastest growing major sector in 1980. Transport and 
communications and financial and business services also outpaced 
the rest of the economy in 1980. Despite the strength of the manu- 
facturing sector, services still account for over 70 percent of 
GDP. 


Manufacturing 


Manufacturing has not only expanded its share of GNP over the years, 
it also has changed its composition to include relatively more 
sophisticated and higher value-added operations even in advance of 
the launching of the new economic policy. 


The largest manufacturing subsector measured by value of production 
is petroleum refining (37 percent in 1979), which reflects the high 
price of crude oil. By value-added, the largest manufacturing 
sector is machinery and appliances, which includes the large elec- 
tronics industry. According to the volume-based index of indus- 
trial production, the fastest growing manufacturing sector in 1980 
has been non-electrical machinery followed by electronics and 
transport equipment: 


Growth Rates in Selected Manufacturing Subsectors 


(Based on the Index of Industrial Production?) 


1978=100 
(Percent) 


Selected Subsectors 


Petroleum 

Total Mfg. Textiles Apparel Refineries 
13.4 -10.9 aed -1.5 
b<2 -10.7 -28.7 -15.7 


Fabricated Non-Elec. Elec. Mach. Transport 


Metal Prod. Machinery Appliances Equipment 
1979 10.7 13.6 33.0 44.7 
19802 3.0 28.4 13.6 17.5 


lind of period figures. Average quarterly growth rates would yield 
Significantly different results in some cases, particularly where 
seasonal variations are large. 

2Annualized seasonally unadjusted rate of growth of first 9 months 
in total over end of 1979. 
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Though non-electrical machinery grew the fastest, its weight in 
the index is small. Electronics, petroleum, and transport equip- 
ment--in that order--have the highest weights. 


The electronics industry's strong growth was helped by consumer 
demand abroad, although the high-wage policy has been having an 
effect on labor-intensive assembly operations of consumer products. 
Some producers have announced or begun plans to move into more 
sophisticated production processes in the consumer and non-consumer 
areas, which has mitigated the effects of the high-wage policy on 
output. 


Singapore is the world's third largest petroleum refining center, 
with five refineries having a capacity of 1.1 million barrels per 
day. Actual refined crude in 1980 was about the same as in 1979-- 
720,000 barrels per day. This may rise by about 100,000 barrels 
per day in 1981. Price increases have boosted import and export 
values. Imports of crude petroleum were about 24 million metric 
tons through September, compared to 35 million metric tons in 1979, 
but refining is not distributed evenly throughout the year. Singa- 
pore refines primarily Middle East crude, although crude from the 
region, primarily Indonesia, has increased slightly from 23 percent 
in 1978 to 27 percent in 1980 of total crude refined. Saudi Arabia 
and Kuwait are Singapore's main suppliers; supplies from Iraq are 
down because of the Iran-Iraq conflict. The Singapore National Oil 
Company was formed in 1980 to facilitate control over supplies for 
domestic consumption. 


Foreign investment is concentrated on the petroleum sector, a con- 
centration which should increase because of over $800 million in 
new investment which the Embassy has identified as being planned 
for the next 3 years. Singapore's advantageous position between 
West Asia and Japan, its ranking as the third busiest port in the 
world, flexibility which allows it to provide the full range of 
petroleum end products from various types of crude, and its pool of 
well-trained and experienced workers in this field should keep it 
in the forefront of the refining industry in spite of plans for 
expanded refinery capacity in Asian oil exporting countries. Con- 
struction of a Japanese-backed US$2 billion petrochemical complex, 
together with other smaller plants being planned, will make Singa- 
pore a regional center for petrochemicals. 


Transport equipment consists mainly of the buoyant shipbuilding 
and repair sector, which continued a recovery that began in 1979 
from problems in 1978. Shipbuilding, which is concentrated on 
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small ships and had been stagnant in recent years, is picking up. 

The greatest growth in the sector is attributable to oil rig con- 

struction. Over 20 rigs are under construction or on order. This 
will keep the yards busy through 1983. 


Precision equipment and metal engineering was the fastest growing 
sector in 1978 and 1979. By both value-added and output and from 


the index of industrial production, it appears to be the leading 
sector in a volume basis in 1980. One factor has been promotion 

of the sector by the Government, which views it as a favored sector 
under the new industrial policy. 


Some of the sectors which have played a larger role in Singapore's 
economy than they do now, textiles, apparel, and raw materials 

processing, continued to lose ground to faster growing manufactur- 
ing sectors in 1980. 


Investment commitments in manufacturing continued to be dominated 
by foreign investors, who committed $532 million in the first three 
quarters, as compared to $379 million in all of 1979. Commitments 
by local enterprise came to $84.6 million. Investment in fixed 
assets in manufacturing by foreigners stood at almost $3 billion 

at the end of 1979. While precise statistics are not available, it 
appears Americans are the largest foreign investors in fixed assets 
in Singapore. The Embassy crudely estimates American investment in 
fixed assets in Singapore at year-end 1980 to have been just shy of 
$1 billion, most of it in the manufacturing sector. Total American 
investment is around double that figure. Measured by both estimated 
fixed assets per worker and estimated value-added per output and as 
might be expected given the industries which attracted the most new 
manufacturing investment commitments--petroleum, metal products and 
engineering, advanced electronics, transport equipment, and chemi- 
cals--new investments should be relatively capital-intensive. 


Services and Trade 


The trade sector accounted for about a quarter of GDP in 1980. Re- 
flecting the emergency of the industrial sector, domestic exports 
were running at 62 percent of total goods exports in 1980, compared 
with 6.2 percent in 1960. 


Total goods trade was $43 billion, on imports of $19 billion and 
exports of $24 billion, compared with $18 billion and $14 billion, 
respectively, for 1979. Higher oil prices contributed to the 

growth of imports and exports, but non-petroleum trade also performed 
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well. While service and full current account figures are only made 
available annually, Singapore usually runs a surplus on the non- 
merchandise current account. Singapore's major trading partners 
were Malaysia, Japan, and the United States, in that order (Japan, 
the United States, and Malaysia if domestic exports rather than 
total exports are included). 


Singapore's Major Trading Partners 
(US$ billions) 


1979 


Percent 
of Total 
Worldwide Total 
Trade Trade 
14.2¢ 4.6 


13.7% 4.2 
14.1% 4.2 


1980 (I-III) 


Percent 

of Total 

Worldwide 
Trade 


Total 

Trade 
Malaysia 4.5 
Japan 4.4 
United States 4.5 


Domestic 
Exp. Exp. 
14.4% : 
1 ee ° 
£3.04 


Despite attempts by ASEAN (the Association of Southeast Asian Na- 
tions, a five-nation grouping of which Singapore is a member) to 
foster intra-ASEAN trade in areas other than raw materials, Singa- 
pore still basically imports raw materials from the region and 


exports finished products over a wide area which is dominated quan- 


titatively by developed countries. Trade with developed countries 
is driven in large part by the presence of European, Japanese, and 
American multinationals. A big push is on to expand trade with 
China, but while increases in trade have been large, the total 
amount of trade remains small--$802 million in the first 11 months 
of 1980 (two percent of total trade), with trade, as usual, heavily 
in China's favor. 


The largest categories of imports and exports are: 


1980 I-III 
Worldwide 
Commodity % Of Total 


Petroleum 29.6 
Elec. Machinery & 


With U.S. 


Commodity % of Total 


Elec. Machinery & 
Appliances 


Imports 
17.8 


Appliances 
Rubber 
Transport Equip. 


Industrial Machin- 
ery (general & 
Other) 

Transport Equipment 





Exports Petroleum Elec. Machinery & 
Elec. Machinery & Appliances 
Appliances Telecommunications 
Rubber Apparatus 
Telecommunications Transport Equipment 
Apparatus Rubber 


Domestic 

Exports Petroleum 42.4 Elec. Machinery & 
Elec. Machinery & Appliances 

Appliances 2u3 Telecommunications 
Telecommunications Apparatus 

Apparatus V< 

Clothing as 


5 Transport Equipment 
8 Petroleum 


Total trade with the United States in the first 11 months of 
1980 was $5.3 billion, with a $792 million dollar balance in favor 
of the United States. 


Singapore, traditionally a free port, experimented with industrial 
protection shortly after independence but quickly backed off and 
in 1979 committed itself to dismantling all of the few tariff bar- 
riers which remain in Singapore except for those which provide for 
preferential treatment for ASEAN members. 


It is important to note that Singapore's trade statistics exclude 
figures for trade with Indonesia (out of concern that the statistics 
would clash with those released by Indonesia). Indonesian figures 
put total trade at over $1.2 billion for the first 5 months of 

1980, with the balance heavily in Indonesia's favor. 


Transport and communications grew faster than the economy as a whole 
through September 1980. The sector's role in the economy is a 
function both of Singapore's ideal location in the region, and the 
Government's sustained and significant policy of investing in the 
infrastructure necessary for efficient and modern shipping, tele- 
communications, and air transport. Despite a less bright financial 
performance than in the past, an inescapable predicament for almost 
any airline at the moment, Singaport Airlines (SIA) remains quite 
healthy. It is the single most important commercial enterprise in 
the transport and communications sector, responsible for over 25 
percent of its output. It is the economy's largest commercial 
employer. 
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The trade sector includes the booming tourist sector. Arrivals were 
2.3 million in 1979 and 2.3 million again through November 1980. 
Malaysian tourists led the list followed by Indonesians and Jap- 
anese. The sector is the focus of intense promotional efforts by 
the Singapore Tourist Promotion Board and Singapore Airlines. 


Another sector that is favored by the Government is the financial 
sector. It has several elements: a domestic banking sector dom- 
inated by four large local banks but with numerous foreign and 
local participants including a plethora of "quasi-banking insti- 
tutions," an offshore or Euro-currency market and a foreign ex- 
change market, a stock market, and a gold exchange. 


The Euro-currency market continued to grow rapidly in 1980. Total 
assets and liabilities exceeded $53 billion at the end of November, 
up from $38.2 billion at the end of December 1979. It is the 
largest Euro-currency market in Asia. Although the market is 
still primarily an interbank market, regional non-bank partici- 
pants have been on the rise, but the rapid growth in bank partici- 
pation has left the structure of the market unchanged in this re- 
gard. Institutions with offshore licenses are primarily local and 
foreign commercial banks with restricted licenses. Foreign ex- 
change trading is handled through offshore units of banks. 


The stock market was much more active in 1980 than in 1979, when 
trading value and volume fell: 


Dec. March June Dec. Jan. 
1979 1980 1980 1980 1981 
Singapore Straits Times 
Industrial Index 435.4 451.0 545.8 660.8 732.0 
Singapore Business 
Times Indicator 3101.4 3945.4 5963.4 18941.6 27411.8 


The market is shallow and the Government is considering measures 
to increase its depth, such as listing more shares of parastatals, 
and encouraging local subsidiaries of multinationals to list. 


Labor 


There were no strikes in 1980, although a labor dispute at SIA at- 
tracted considerable attention. 


In line with the objectives of the new economic policy, consider- 
able attention is being devoted to the ways and means by which the 
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skill levels of the work force can be upgraded. One area of focus 
is the institutional arrangements for technical. training at all 
levels. 


The labor movement, led by the National Trades Union Congress (an 
umbrella organization), is implementing a plan to dissolve Singa- 
pore's two omnibus unions into 10 or so industry-specific unions. 


The rate of increase of labor productivity rose over 5 percent 
annually through September. This was an improvement over 1979's 
rate of 2.6 percent, which had caused some soul-searching. One 
response was a call, which took many forms, for greater labor 
discipline and emulation of the Japanese work ethic, although high 
investment levels at least in the short-term should have the 
greatest effect on labor productivity. 


The labor market remained very tight despite a second year of wage 
increase "recommendations" in June by the tripartite National 
Wages Council that were designed to increase wage bills by about 
20 percent on average. A similar increase is expected in 1981 as 
part of the Government's new industrial policy. Wages will in- 
crease by a lesser amount both because some of the 20 percent in- 
crease in wage bills is due to payroll taxes of a sort, and be- 
cause the recommendations, which come with a heavy dose of moral 
Suasion and pressure, are not mandatory and may not be fully im- 
plemented economy-wide. 


Public Sector 


Several features mark Singapore's budget each year. A high per- 
centage of the consolidated public sector budget, averaging around 
36 percent for the past 3 fiscal years (which end on March 31), 

is devoted to development expenditure, which reflects both prudent 
Management of current expenditure and the importance the Govern- 
ment attaches to development of infrastructure. Another feature 
is that there is always a surplus of current expenditure over 
current revenue. Borrowing is usually almost entirely from do- 
mestic sources (primarily placements with the Central Provident 
Fund and the Post Office Savings Bank), and external public debt 
has been falling steadily. 


The budget for 1980, which was presented in March, was dubbed "The 
Joy Budget" and "The Goh-Getter Budget" (after Goh Chok Tong, 
Minister for Trade and Industry, who presented it) because of its 
tax cuts for individuals and the enhancement of investment incen- 
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tives in the tax system for investment in R & D and computers, and 
to a lesser extent, capital goods in general. It is a more ag- 
gressive budget than the FY 79 budget both because of tax reduc- 
tions and increased spending. A comparison follows: 


FY 79 FY 80 FY 80 (I-II) 
(Actual) (Planned) (Actual) 


(S$ billions) 
Current Expenditure 4.03 1.87 
Development Expenditure 2.39 (est) NA 
Total Expenditure 6.42 NA 
Revenue (excl. borrowing) 4.60 ° 2.89 
Balance -1.82 ~3.53 NA 


The tax cuts and incentives attracted most of the attention when 

the budget was announced, and overshadowed another important fea- 
ture, which was the much increased development expenditure, which 
was planned to rise 51 percent. 


IMPLICATIONS FOR THE UNITED STATES 


The large U.S. investment presence in Singapore, and the size of 
the U.S.-Singapore trade with a balance in favor of the United 
States, both demonstrate the attractiveness of Singapore to U.S. 
investors and exporters. Singapore's economy obviously is nowhere 
near large enough to have its cyclical movements affect the United 
States. 


On the investment side, the new economic policy will mean more 
selective application of investment incentives than heretofore 

has been the case. Labor-intensive investments such as the elec- 
tronics assembly operations extablished here by American firms may 
attract less government support as well as higher labor costs 

and labor shortages. The new policy will also mean, however, 

that incentives for favored kinds of investment will be generous. 
Investors also will find that in addition to capital investment 
incentives, efforts to train workers will also draw strong govern- 
ment support, financially and institutionally. 


On the trade side, the outlook is good for industrial and office 
products that increase labor productivity, such as computers and 
word processors; control process equipment; most products that can 
be used in the automation of electronics, textiles, and raw 
Materials processing; and warehousing and cargo handling. Rising 
affluence poses obvious opportunities for consumer goods and im- 
ported foods. Major projects such as the new airport, and STA's 
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fleet expansion plans, are winding down for the time being. The 
likely construction of a mass rapid transit system, and the start- 
up of construction on two major shopping/hotel complexes (Marina 
Center and Raffles City) will present opportunities for American 
suppliers, however, as will Singapore's abilities and ambitions 

in the field of telecommunications. The Port of Singapore Auth- 
ority is constantly improving and expanding port facilities, 

and the Public Utilities Board has ambitious plans in the works to 
increase electrical generation capacity. 


Trade opportunities in Singapore extend beyond those in Singapore's 
domestic market. Singapore is a regional sales, servicing, and 
warehousing center. Many sales offices of foreign firms here 

have regional responsibilities, and local agents and distributors, 
who are numerous in this trade center, often possess rights to 
market their suppliers' goods on a regional basis. Particularly 
for first-time exporters to Southeast Asia who have a product with 
regional potential, Singapore is the first place to locate or 
search for representation. 


*% U. S, GOVERNMENT PRINTING OFFICE: 1981—341-007/385 





